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Satement on HR 1424

Madame Speaker, only in
Washington could abill demonstrably
worsethanitspredecessor be brought back for another vote
and actualy expect togainvotes. That thisballout wasinitialy
defeated was awel come surprise, but the power-brokers
inWashingtonand onWall Street could not alow that defeat
to bepermanent. It wasmost unfortunatethat thismonstrosity
of abill, loaded up with even more pork, was ableto pass.

The Federa Reserve hasaready injected hundreds of
billionsof dollarsinto USand world credit markets. The
adjusted monetary baseisup sharply, bank reserves have
exploded, and the national debt isup almost half atrillion
dollarsover the past two weeks. Yet, we arestill told that
after all thisintervention, dl thisinflation, that we till need
an additional $700 billion bailout, otherwise the credit
marketswill seizeand theeconomy will collapse. Thisisthe
same excuse that preceded previous bailouts, and
undoubtedly wewill hear it againinthefutureafter thisbalil-
outfals.

One of themost dangerous effects of thisbailout isthe
incredibly elevated risk of moral hazard inthefuture. The
worst performing financia servicesfirms, eventhosewho
have been taken over by the government or havefiled for
bankruptcy, will find all of their poor decision-making
rewarded. What incentivedo Wall Street firmsor any other
large concernshaveto make sound financia decisions, now
that they see the federal government bailing out private
companiesto thetuneof trillionsof dollars? AsCongress

did withthelegidation authorizing the Fannieand Freddie
bailout, it proposes a solution that exacerbates and
encouragesthe problematic behavior that led tothiscrissin
thefirst place.

With deposit insurance increasing to $250,000 and
banksableto set their reservesto zero, wewill undoubtedly
seefutureincreasesin unsound lending. No onein our society
seemsto understand that weelth isnot created by government
fiat, isnot created by banks, andisnot created through the
manipulation of interest ratesand provision of easy credit. A
debt-based society cannot prosper and isdoomed to fail,
as debts must either be defaulted on or repaid, neither
resolution of which presentsthiscountry with apleasant view
of the future. True wealth can only come about through
savings, the deferral of present consumption in order to
providefor ahigher level of future consumption. Instead,
our government through its own behavior and throughits
policiesencouragesusto live beyond our means, reducing
exigting capital and mortgaging our futureto pay for present
consumption.

Themoney for thisbail out doesnot just materialize out
of thinair. Theentire burdenwill beborne by thetaxpayers,
not now, becausethat ispolitically unacceptable, but inthe
future. Thisbailout will be paid for through theissuance of
debt whichwe can only hopewill be purchased by foreign
creditors. Theinterest paymentson that debt, which aready
take up asizeable portion of federal expenditures, will rise,
and our children and grandchildren will be burdened with
increased taxesin order to pay that increased debt.

Asusud, Congresshasshownitself to bereectiverather
than proactive. For years, many people havebeenwarning
about the housing bubble and theinevitable bust. Congress
ignored theimpending storm, and responded to thiscrisis
withapoorly thought-out piece of legidationthat will only
further harm the economy. We ought to be ashamed.
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In Government WeTrust?

Many who agree with me on alot of other issues, do
not understand my enthusiasm for gold and sound money or
why | spend so much time studying and talking about
monetary policy. It'struethat | talk about money differently
than mogt, but thefact issound money offersmany benefits.
For example— peace.

Reserve haslately been auctioning off large amounts of
treasury bills as a way to finance the wars in Iraq and
Afghanistan, and our crushing entitlement burden. The
resulting deval uation of thedollar isquickly eroding ourimege
asagood trading partner in theworld. Asaconsequence,
thereisthereforemoretalk of economicisolation and war.
Thisviciouscycleof spending, fighting and inflating isnot
what Americanswant. Itiswhat the government wants, and
it hashad to deceivethecitizensinto alowing and supporting
it. Sound money curbsthe government’sability toengagein
these shenanigans and reducesthe warswefight to only
truly defensive ones, for which Americansare morethan
willing to stand and fight. Sointheseways,

Can sound money really bring about
peace?Actudly, it playsabig part in peaceful

There is some-

sound money isvery conduciveto peace.
Can sound money give you financial

international relationships. Money based on thi ng very Security? Thereissomething very comforting
commodities, rather than paper, isnot subject . . inknowing that what you earntoday will retain
to government manipulation, and is a key comforti ng in its purchasing power inthe yearsto come.

component to free and honest trade. History
showsthat if countriesengagein tradewith
each other, their governments tend to find
waysto get dong for the samereason you do

knowing that
what you earn

Indeed, the same silver dimethat bought a
loaf of bread inthe 1960s can still buy aloaf
of bread with its precious metal content —
whichisworth about $1.00 today. An ounce

not kill your customers at your place of tOday will of gold has always been about evenly
business, evenif they occasondly annoyyou. | retain its exchangeablefor afinely tailored men’ssuiit,
If someone outright cheatsyou, however, you . which these daysisroughly $800. And in
may engagein“war” by taking themto court, purChaS' ng these days of fluctuating gas prices, when
for example, and therelationship will sour. power in the pricedingold, oil hasbeen stable. Meanwhile,

Governmentsand central bankswith unfettered
power to manipulate currency aso havethe
ability to cheat their creditors. Oneway they

years to come.

sncethe creation of the Federal Reserve, the
fiat dollar has lost 94% of its purchasing
power. The erosion of purchasing power

dothisisto smply create enough currency to

pay off debts. Thisdevaluesthe currency and “chesats’ the
recipient out of what they are owed. It would not befair if
you watered down your product theway our government
watersdown itscurrency, soitisnot hard to understand, in
theses mplified terms, why loosemonetary policy contributes
so muchtoill will and war around theworld.

Sound money, on the other hand, simply iswhat it is.
Removing governmental power to manipulate money
removesthe temptation for government to spend, print and
cheat. Sound money ensuresthat our government’ sspending
prioritieswould be brought into sharp focusand reduced to
only what we can afford.

Sound money also limitsthe ability to wage wars of
aggression. |magine how much more careful Washington
would haveto be about starting awar if they did not have
thisfinancia deight of hand at their disposal! Fiat currency
allowsgovernment to do expensivethingsthey should not
bedoingwhilepaying thebillswith chegp money. The Federd

rapidly accel erated when it was completely
uncoupled fromgoldin 1971. Thissort of fluctuationinthe
medium of exchange creates a lot of uncertainty in the
marketplace and necessitates that you either take
extraordinary defensive maneuvers, or facefinancial ruin.
Trugtingingovernment for financial security inretirement is
not asafe option. Indeed, arecent study by the Consumer
Bankruptcy Project showsthat bankruptciesamong those
75 and older has morethan quadrupled since 1991. This
represents wealth and savings that have been eroded by
inflation, and trust in entitlement promisesthat were more
fantasy thanredity. Evenwiththepittancethat socid security
paysto seniors, itisbankrupt and bringing the economy to
itsknees. Itisnowonder that many intheyounger generations
want no part of it, and they should not beforced into afailed
system.
Onthe other hand, holding physical gold can defend
against aggressive government monetary policies that
threatentoinflateaway thevaueof your lifesavings. During



the hyperinflationin post WWI Germany, what usedto bea
comfortable nest egg was suddenly the value of apostage
stamp. If oneheldjust aportion of their savingsin precious
metals, the crisiswasgreatly softened. Gold will never be
worth nothing, evenif theexact pricefluctuates. Thereisa
famous photograph, however, of aGerman woman during
thistime period burning pilesof tightly bound banknotesto
keep warm.
Imagineif themoney you earned had honest, sablevaue,
or even appreciated like an investment! No such special
measures, like converting dollarsto gold,

enforced. Meaning if two parties agreeto exchange goods
or servicesfor gold, and end upin adispute, the courtswill
samply settlethedisputein Federal Reservenotes Whilegold
clauseshave been legally enforceable sincethelate 1970s
thefact remainsthat disputesover gold clauses might well
beresolvedin court with adollar figure calculated interms
of Federal Reserve Notes. Intherecently decided case of
216 JamaicaAvev. S& R Playhouse, which reversed aditrict
court decision, the court upheld the enforceability of agold
clause, but sent the case back to thedistrict court to decide
what obligationsthegold clauseimposed on

would berequired to ensurethat your savings Sound money thedefendant. Itisnot inconceivablethat this
would sustainyou inyour goldenyears. That will result in adecision that the value of the
istheway it could beand issupposed tobe. | KEEPS govern- “gold coin” referred to could bevalued by the
However, thegovernment'sthirst for power | ment spendi ng courtintermsof Federal Reserve Notes, not
will not beeasily, or cheaply, quenched. Fiat | . intermsof ouncesof gold. Furthermore, given
currency is one tool governments have to In CheCk’ keeps the federal government’s actions against
extract wealth quietly fromtheworkingclass. | trade fair and Robert Kahre (the Nevadabusinessman who
It istime for the people to wake up to this honest. which padhisemployeesat thelegd tender facevdue
ruse and |ook to the Constitution to restore ’ of gold bullion coins) it isobviousthat the
sound currency. reduces the government is still waging awar on gold.

Sound money keeps government temptati ons Whether either of these cases establishesa
spending in check, keepstradefair and hones, ! precedent remainsto be seen. Additionally,
which reduces the temptations, and many | and many because 31 USC 5103 establishes Federal
underlying causesfor governmentstowage | ynder| yi ng ReserveNotesaslegd tender, it would likely
wars. It aso givesyou the peace of mind of takeacourt chalengeto determinewhether a
knowing that your savings will be able to causes for gold clause or legal tender law takes
sustainyou inyour retirement. governments precedence.

Soif sound money issuch agood thing, Governmentsshould do very little, inmy
what isstopping peoplefromsimply trading to wage wars. estimation, but it should enforce contractsand

with each other in gold and silver?Why are
you till being paidinfiat dollars, and why can’t you pay for
gasingold? Theanswer isthat the government has enacted
policiesthat provide considerable stumbling blocksto such
transactions.

Oneof themain stumbling blocksisFedera legal tender
laws, which state that government-controlled fiat currency
MUST beaccepted for many kindsof monetary transactions.
Inlight of this, Gresham'’sLaw takeseffect. Gresham’'sLaw
statesthat bad money drivesout good money. Meaning, if
someoneisforced to accept your bad money, itisto your
advantageto passit off, like ahot potato, in exchangefor
something of value. Any good money you have, you will
hoard. Eventually, real money isdriven out of circulation
and under peopl€’ smattresses, soto speak. Inthe absence
of legal tender laws, people arefreeto accept the medium
of exchangeof their choice, and arelikdly toing st on payment
insomething of real value.

Related to legal tender laws, contractsin gold are not

property rightsthrough thecourts. Butinthis
instanceit shirksthisbasic duty, whenit comesto gold, as
oneway to keep control of our economy and the medium of
exchange. One is also expected to pay sales tax on the
purchaseof gold. Thisisasludicrousasif you paid salestax
at the bank when you converted dollarsinto quarters! The
IRSa so expectsyouto pay capital gainstax ongold, which
isso backwards, sincegainson gold really represent decline
inthevaueof thedollar!

Legal tender laws should be repealed at the Federal
level. Congress hasthe Constitutional duty to protect the
integrity of our money. However, sinceit has passed this
duty off, and the Federal Reserve has only debased our
currency, Congress should nolonger forceAmericanstodo
businessindollarsif they would prefer totransactingold, or
slver, or cigarettesor seashdlls, for that matter. Free people
should be free to associate and do business in ways that
benefit them. Instead they areforced to use the unstable
dollar totheir own detriment, and the benefit the governmen.
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Predictionsvs. Reality in Iraq

On September 10, 2002 | asked 35 questionsregarding
war with Irag. Thewar resolution passed on October 16,

interests are benefitting, the price of oil has more than
quadrupled, and theAmerican economy isonitskneesand
sgnkingfad.

No one predicted the exact course of thiswar beforeit
started. But to continueto listento theforeign policy advice
of thosethat werethe MOST offbasewill only leadto more
foreign policy disasters. Weneed to kegp thisinmind aswe
think about Russia, Iran, Cubaand other countries. Keepin
mind - thedoomsday predictionsonthe lragWar from six
yearsago, sound likeacakewa k today. What

2002. Now today, assome of my colleagues

e et mand | No one predicted || eiarton s
my 18th question from six yearsago: the exact course listening to the sameforeign policy “experts’

“Arewe willing to bear the economic
burdenof a100hilliondollar war againgt Iraqg,
with oil prices expected to skyrocket and
further rattle an already shaky American
economy?How about an estimated 30 year
occupation of Irag that some have deemed
necessary to “ build democracy” there?’

of thiswar before
it started. But to
continue to listen
to the foreign
policy advice of

explaining situations around theworld and
suggesting policy positions: Inlight of thefacts
of today, and the predictionsof yesterday, how
expert havethey shown themselvesto be?
Passing HR 2605 to sunset authorization
for theuseof forcein lragisthefirst stepto
stopping thisbloody war, and the consequent

Many scoffedat my “radica” predictions bleeding of our treasuries. Serious fiscal
at thetime, regarding them ashyperbole. Six those that were conservativeswill supportit, aswill thosewho
years|ater, | am forced to admit that | was | the MOST offbase | havebeen paying attention to foreign policy
wrong. My “redica” predictionswereinfact, | \ni]| onIy lead to predictionsand redlity.
not “radical” enough. .

| warned of a draining 30-year moreforel gn
occupation. Now, politiciansglibly talk about policy disasters.

a100-year occupation asif itisno big dedl.

On cost, according to estimates from the

Congressional Research Service, we have already burned
through around $550 billionin Irag, at arate of about $2
billion per week. Economist Joseph Stiglitz' sestimatesare
even higher, at $12 billion amonth. Itisatotal pricetag
quickly heading intothetrillions, if wedon’t stop bombing
and rebuilding bridgesin Iraq that lead us nowhere but
bankruptcy! Bridgesinthiscountry arecrumbling dongwith
our economy, while somehow! about earmarks. Earmarks
areadrop in the bucket compared to war and occupation.

Yes, | waswrong about Irag. | knew it would be bad. |
didn’t know it would bethisbad.

TheAmerican people deserve better. Being asked to
endorse such afarceisbeyondinsulting. Clearly, therosy
predictionsof the neo-Conservativesfrom beforethewar
arenot coming true. Far fromit! With astraight face, one
official estimated the TOTAL cost of reconstructioninlraq
would bejust $1.7 billion. Turnsout that we spend more
thanthat in ONE WEEK . Our friendsare not pitchinginto
cover thecost. Expensesare not being covered by oil from
agrateful and liberated Iragi people. Rather, big corporate

Nothing in this publication is intended to aid or hinder
the passage of legislation before Congress.
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